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Chiaf, Qti'lm ot Ijav^stigatioi^ 

Xhers i s returned herenrf-th Report Ho, I«17938, dated Decwaber 
17, 19&li togeth.^ wttJa m ^ ^ H h m pap«rsi cone$yning th^ dls|)Oi3itioa 
o f ' e h a r ^ ' c©Jl̂ .et;̂ .d .fi^ja'cj^dlei^^^f^ th© atorag© of 't«i3«L0Gp '.in th« 
GoTfirment-G'smed catiarlotte QjiKurt̂ faiast®:̂  Itepot, CharIotte> Sorth 
Cai'ellna, dii^lns a pe3?i0di begiimirtg i© %)ni 191*6 and ending in June 
1951. 

3)uring sueh period the depot wae being operated by TidSewater 
Charlotte Wsureiisusesi* Iao«, tiBdSff stOTft̂ * coftiffiteta enieiwd into with 
Fliie*C«red txibsj^^ Qoopeirative Stabil iaai ios QoĴ |»ii?|ifeî n (aa association 
of tc^acco groiae*^).. .|h<& jaatt«* pre«©nt«d f<sf .©aaai^ratlott iiWo3."̂ ©s 
the qaestloja Orf tjteet&f P tJm GoT«n»Mmt i s ©atitl^d to the stia of 
;|8$,OB5*3^ ree©it^d b^ the Coopoyative XTm ps^iRenta laadft by tobacGo 
dealeta fbr storing and se^vi^^ng tobaiceo la tiie warehou$e follcn^ 
Lag -the ,pia3Pelia8|i of thd tdbaceo- )^ th« «i^ale-ra* 0y i>e3Ra$t dAt^ 
3fev®^r i*> IS*!?* ti!^ Stê iartittefjft of t^e ,aa»^ p-aated tiw B âarfê «Pit> 
of Aip^cgltore t l » use of the war^ottsiB on a reni-f J-ee baaSJit «fceqpt 
for laailEitemaoe and ^irvice charges^ %" oral atrang«raont tfee Depart-
meni of ^agaPtiptlitai?®* aeting th rou^ tha GsniBiodity Cre# t Oox^3?»tion> 
tiffied the i#a3f̂ 0\ifie8 ovmi' to the CooperatiTre. "BiQ l e t t e r of^ssmxitAtlon 
did E^t operiift? ti^i i^ardlottse* but by successivd aajittj^ fitofaga ooii'-
t rac ts i t granted TJ#« of the aafeho^ise to TidewateaP GharXott« Ware* 
ijouse^ Xac« lh.& sik>|paife otmtraets provided fo» the pâ niuî ht ^ î he 
Cooperative to Ti<iBiiiater of a flail atopage rate p«i? hogehfeaA of 
tobacco, plus handPLir̂  chargeH. t5ui contraots contained no provision 
for storage of the tobacco foliowing i t s sale to private deelerg or 
for a^^ divisioa of the iiitf^v$ £t(m such stoipage operation^. Since 
the atorag© oontraetss contained m provision for r«storage operatione 
and the dispo-sitiea of resiilMlt^, p f̂oeeedSiy ofial mT̂ g&itleifk%$- vere 
entered into b&t^m Hdeaater' and the- Oooper#tiv# («it|i the Mjowledge 
of CGC) -feexselî  tidewater mnld be alloifed k ^ fiŝ ai stssurege reveme 
on dealer tobacco up to 2Q,,0Q© te{ishea.d0, aad 32^ over that amount, 
rtlth tiie ijalance to be paid to the Gooperative, Such' arrangeiaent, 
•^hich in effect co.nst.itute«l aa amendtaent of the storage coviiraete, 
prevailed i r m % r i l i9k^ utntH September 19l4^, when the contracting 
part ies .Hgreed that a l l 3?eeeipta froia dealer storage should be tunned 
over to iiia Coopegative,—4h<» rgoe-rd-iadica-tes tixat altogether the 
^cooperative rece.lved |?l».,.30i.20 for storage charges from <fealer 
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tobacco under the informal arrang^fient with fldewater, and |XG,78lt.l5 
for services perfonfted, or a to ta l of |85«O80.J^» J t i s adainis*. 
t rat ively reported that the Gooperatlye used the money i t received 
£oT etorag9 of the deale? tobaoee to fepey the tobaece Xoan« and 
that for each of the orop years inV(>lired the Coeperative hae ribald 
a l l advanees mads by the Coisncdlty Credit Corporation* 

HepoFt So* I«17?I0 recQiBBiendĴ  that the Cooperative be required 
to refund the ^3S#p8^*35 received by i t fcjp deeder storage and service 
charges * 3y ierfet^ of %riX Zf, 19S|# two copies of the reposfi w6re 
transmitted to the Seeretaxy of Agriculture for his cotamentf and 
report as to an;/departaentel aetio^ c o h t ^ l a t e d in the matter* In 
r ^ iy» there l̂l9re received l e t t e r s of Auguet 11 | 19^^ and April l̂ f, 
19'^t from the Under ^e r e t e ry of Agrieult^i^i setting forth in detai l 
the d r e ^ e t a n e e s leading vp to the tran^aetion* The l e t t e r s state 
varloua reasons ae to why the above reecsitmendatloiii should not be 
followed*-

The Bepartiaen^ points to the faets that the storage of the tobacco 
after i t s sale uâ s i j^el#ntal to tlie overall ^j^o^m^ since i t would 
have been 'Wet untfise" if sales had been refused because the buyers 
were not in a poei'^on to move the tobadeo i^uundlateiyi that no limi* 
tations were plaeed on the use of the faoil i tyt and that the trans* 
actions in question were iilth the tae i t consent of the DepaTtaaent* 
Also I referenee i s m̂ d̂S to accounting and operating dif ficuj|itiisf lihich 
would be involved in effeetihig noniinAl charges ^ i o h i t nould be 
necessary to assess against individual aei^ers of thS Geoperative in 
the event r&'fund shdiiid be ordered^ togethe|? is^th adfi i^i trat ive costs 
v/hieh wiild k« Incurred in maidng such determinations and the financial 
status of the Socperative. 

The permit of iBovembei' k$ 19U7# under ^hlch the Dis^artsient of 
the Awgr ^an\ed the Departaient of Agriculture the use of the faci l i ty 
on a rent-free basiS| except for jnaintenjfince and service eharges* pre»» 
sumably was granted yxadst au^iorlty of the act of August Ŝ  l^U?, as 
amended, 10 U.S.O. 12?0* D^er that act the Secretary of the Aimy 
i s authorised to lease suiplus real property vt̂ pn suoh teraaif and con** 
ditions as in his 4udgAient ^ 1 1 promote 1̂*e nati4>ne^ defsnee or v i l l 
be in the public interest* By ttie eagpreSi provisiODiS of the statute 
suoh leases are not subject to aeotioh 321 of i:̂ e ^pdws^ Act of June 
30> 1932j k7 Stat . lilS, as anended {l*e> .if.S.C. 30 | (b ) ) | >hioh requires that 
the leasing of buildlnfie And pi^perties of the tfaited States shall 
be for a money consideration only, ha indicated above the oral arrange-
rusnts for dealer istorage entered into between fidaiafater ^nd the Cooperative 
were made with the knowlocige of Gosiraodity Credit Corporation and, pre-

—ayiuably,- tbo-Goagporatiof^ coxtld have arranged-for-payment of the net-prot^ 
ceeds froia dealer storage to the United States. So far aa the record 
shows, liowevef, the <3overmient was not a third party beneficiary under 
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these aî ^angsments and nothing appears in the record indicating 
that the Qevemmeht's ri^resentatives intended tnat the OevernrRent 
^o ld receive aay financial benefit froci suoh arrangeiaents. In 
Sch connestion* t t has been hel4 that before a V ^ m ^ ^ ^ f ^ ' ^ 
oontraet to mMi he i s not a party^ i t mtist appear ^ a t the eon* 
tract ^ s . mm for his benefit. m ^ M . ^ ! j g @ f e i 4 B ^ W - ^ 
Qommrt 109 ?• Sopp* l ^ h affirmed 301 w* 2€mOi M ^ m «tit<m** 
I ^ S K . there.Moul^'appe^ .to ^ m legal..basJs for ^^f*^^%\^. w 
elajt against th* Ceoperative for recovety of ths ameiyit̂ of |8P,0{J5.35 
received from dealer stbrage and service charges incident thereto. 

— Accordingly, and la view of the contention of the ©epartment 
of Mricuit\ire that storage of th© iobaeoe after i t s s^e was inci^ 
dentai to the overall prograra, i t i s not felt that «i^ proper l«8«l 
basis ejdsts for im^rtafcing farther collectioa action against the 
Cooperative* 

Attention is invited to the coi?elwling paragraph of the Under 
Secretary's le t ter of April 13# ^9$kt and ^o the attached copy of 
meaoran^ of H^ 12, IfStei t»<m the Adiain4strator| F r i ^ Support, 
reapeetiVely, recogniaiiig the necessity of corrective aotioa and 
containing instructions intended to guard against any recurrence of 
the present situation. 

i .J.3EPH CAMPBELL 
Coinptroller (general 
of the If nited States 

attachments 
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